CHAPTER 1

ADMINISTRATIVE CONTROL OF APPROPRIATIONS

A. PURPOSE

1. This chapter establishes policy and procedures for the administrative control of funds.
Procedures and details for controlling available funds are contained in Appendix A. The DoD
Components are required to establish and maintain effective controls over appropriations and
other funds in accordance with this Chapter and Appendix A.

2. Definitions of terms used in this Volume are contained in Volume 1 of this Regulation.

3. The provisions of this Volume take precedence over any conflicting guidance in other
volumes of this regulation, other DoD regulations, manuals, or directives, with the exception of
DoD Directive 7200.1, “Administrative Control of Appropriations.”

B. POLICY

1. Defense-wide Appropriations. Unless otherwise specified, for purposes of this
Volume, the Office of the Deputy Comptroller (Program/Budget) shall be considered a “DoD
Component” for matters involving Defense-wide (Treasury Symbol “97”) appropriations.

2. Administrative Control Systems. DoD Components shall:

a. Design systems for the administrative control of funds so that administrative
subdivisions of funds are placed at the highest practical organizational level consistent with
effective and efficient management.

b. Restrict the use of limitations on available funds to those necessary to comply with
statutory provisions, such as those imposed by the appropriate DoD Authorization or DoD
Appropriations Act, or to address specific management requirements.

3. Reporting Requirements for Administrative Control Systems. DoD Components shall
establish a reporting system for the administrative control of funds process to provide data for
reviewing the efficiency (e.g., obligation rate) with which funds are used. Reporting requirements
shall be established separately from an administrative subdivision of funds limitation when a need
exists for accumulating data below the allotment level.

4. Delegations of Authority. All delegations or redelegations of authority or functions
under this Chapter shall be made in writing. Appendix A provides additional information on this
subject.

5. Statutory Limitations and Duties of DoD Officials. No DoD official shall authorize or
create any obligation or make any expenditure beyond the amount permitted under any statutory
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limitation that modifies or restricts the availability of funds. Special or recurring statutory
limitations on DoD funds are frequently imposed by the DoD Authorization or Appropriations
Acts, or may be imposed by other legislation. Specifically, DoD officials, including commanders
and supervisors to whom funds are entrusted or apportionments or administrative subdivisions of
funds are issued, shall:

a. Limit any further subdivision of funds to the amount provided and currently
available.

b. Limit the obligation and expenditure of funds provided to the amount currently
available at the time of the obligation or expenditure, enforce those limitations, and ensure that all
personnel involved in administrative control and use of available funds are knowledgeable of such
limitations.

c. Limit the obligation and expenditure of funds provided to the purposes authorized
by type of fund or account.

d. Ensure that the obligation and expenditure of funds provide for a bona fide need of
the period of availability of the fund or account.

e. Preclude acceptance and use of voluntary services, gifts and donations except in
accordance with specified provisions of law.

f. Ensure that all personnel, including the actual fund users, contracting personnel, and
other personnel involved in administrative control and use of available funds, are fully aware of,
and comply with, the requirements of the Antideficiency Act as described in this Volume and
other applicable guidance.

g. Ensure that decisions on the obligation of funds are in compliance with the
provisions of the Antideficiency Act by careful review and examination of the facts involved in
advance of the decision.

h. Rigorously enforce compliance with all the provisions of the Antideficiency Act and
other specific laws that limit the obligation and expenditure of funds.

I. Maintain internal control systems to ensure that:

(1) All available funds are identified, controlled, and recorded in the official
accounting records from the time received until subdivided to others or obligated and expended.

(2) All available funds are identified with authorized purposes by account and
period of availability for new obligations and for the period of availability for expenditure.

(3) All special and recurring provisions and limitations on the obligation and
expenditure of funds are identified and documented for all available funds and accounts.



(4) All proposed obligations of funds are reviewed to ensure that sufficient funds
are available to cover the obligation, that the purpose of the obligation is consistent with the
authorized purposes of the fund or account, and that the obligation does not violate any special or
recurring provisions and limitations on the incurrence of obligations.

J. Issue and maintain appropriate delegations of authority.

k. Ensure that amounts reported to the U.S. Treasury are accurate, that is, recorded
accurately and posted to the correct appropriation account.

I. Ensure that general and specific internal controls are in place and operating as
required by DoD Directive 5010.38, “Internal Management Control Program.”

m. Ensure that appropriate training programs are in place to provide personnel with
the knowledge, skills, and abilities to perform the duties specified above.

6. Apportionments, Allocations, Allotments, and Reimbursable Orders. The
administrative control of appropriations process includes apportionments, allocations, allotments,
and reimbursable orders. Information about those types of fund control mechanisms is contained
in Appendix A to this Volume and Volume 2 of this Regulation.

7. Obligations and Expenditures. Available funds are used by the incurrence of
obligations and expenditures. An amount shall be recorded as an obligation or expenditure when
incurred as supported by documentary evidence of the occurrence of the event. An oral order or
agreement shall be formalized in writing or conform to prescribed electronic standards in order to
provide proper support and an audit trail for an obligation. Oral orders executed in this manner
without a formal commitment of funds run a strong risk of violating the Antideficiency Act and
should be avoided if at all possible.

a. Once incurred, all obligations and expenditures shall be recorded, accurately and
promptly, as of the date incurred even if recordation results in a negative amount in the
accounting records for an appropriation or fund, or an administrative subdivision of an
appropriation. (For this purpose, negative amount means that obligations or disbursements
exceed the amount of funds that are appropriated or otherwise available.) A violation resulting
from a negative amount is caused by the actions of the individual(s) who caused or created the
obligation. The recording of the obligation in the accounting system merely records an obligation
that already exists.

b. Adjustments in obligations may consist of recording changes to obligation amounts
that existed in a prior period that may or may not have been identified and recorded during that
period. If an adjustment causes total obligations for a prior period, after consideration of all
known valid obligations and deobligations, to exceed the amount that was available for obligation
for that prior period, a potential violation of subsections 1341(a) or 1517(a), or both, of Title 31,
United States Code, may have occurred.
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c. A within-scope contract adjustment is properly chargeable to the funds that funded
the original contract. Such adjustment must be charged to those funds even if sufficient funds are
not available. If sufficient funds are not available, a potential violation may have occurred.

d. An increase-in-scope adjustment to a contract is properly chargeable to funds
currently available at the time the change was made.

e. Additional guidance for both types of contract adjustments is available in chapter
25 of the DoD Accounting Manual, DoD 7200.9-M, or, when published, Volume 3 of this
Regulation.

8. Administrative Control of Revolving Funds

a. General. Obligations and expenditures of a revolving fund, whether subject to, or
exempt from, apportionment, shall be controlled under applicable provisions of this Chapter and
Appendix A.

b. Cash Balances. The disbursement of amounts in excess of the Treasury [cash]
balance of a revolving fund is a potential violation of the Antideficiency Act. Additionally, the
disbursement of amounts in excess of the balance of sub-numbered cash accounts or other
subdivisions of cash within a revolving fund, when such sub-numbered accounts or subdivisions
have been specifically designated as being subject to the provisions of the Antideficiency Act, is a
potential violation of the Antideficiency Act.

c. Apportionment. A revolving fund may be subject to apportionment or it may be
exempt from apportionment, depending upon the type of fund.

(1) Revolving Funds Subject to Apportionment. An apportionment limits the
obligations that may be incurred to the apportioned amount. The incurring of obligations in
excess of apportioned budgetary resources is a potential violation of the Antideficiency Act
without regard to whether a revolving fund has additional unapportioned budgetary resources or
other assets equal to or greater than the amount of the deficiency.

(2) Revolving Funds Exempt from Apportionment. A revolving fund that is
exempt from apportionment may not incur obligations in excess of available budgetary resources.
The incurring of obligations in excess of available budgetary resources is a potential violation of
the Antideficiency Act.

d. Budgetary Resources. The incurring of obligations in excess of budgetary
resources is a potential violation of the Antideficiency Act. The concept of “budgetary resources”
is defined and explained in OMB Circular A-34, “Instructions on Budget Execution.” Budgetary
resources available to revolving funds are composed of the same elements as budgetary resources
available to appropriated funds. Further, while budgetary resources available for obligation for
reimbursable work differ depending upon whether a reimbursable order is accepted from a Federal




Government account or from the public, such budgetary resources are determined in the same
manner for a revolving fund as they are for an appropriated fund.

(1) Orders from other Federal Government Accounts. Funded orders from other
Federal Government accounts, that represent valid obligations of the ordering account, provide a
budgetary resource without regard to whether they are accompanied by an advance payment.

(2) Orders from the Public. Orders from the public, including local and State
governments and international organizations (e.g., United Nations), provide a budgetary resource
only to the extent accompanied by an advance payment of cash which is received and credited to
the account.

e. Organizational Level for Revolving Fund Potential Violations. Systems for the
administrative control of revolving funds should be placed at each organizational level at which
budgetary resources may be received, held, transferred, obligated, or expended. The lowest
organizational level for administrative control purposes generally should be the level, frequently a
single site, at which an obligation may be occurred or an expenditure approved. In the case of a
revolving fund account that encompasses operations at multiple sites, responsibility for potential
Antideficiency Act violations generally should not be assigned to an organizational level lower
than the level at which the administrative control system is adequate to prevent, and detect, a
potential violation of the Antideficiency Act.

9. Records

a. The Defense Finance and Accounting Service (DFAS), working with other DoD
Components, shall ensure that accounting records are maintained that provide full disclosure of
the financial operations and resource utilization applicable at each successive organizational level.
The accounting records shall show the amounts of funds received at each organizational level,
funds issued to others, current available balances, and funds committed, obligated, and expended.

b. These fund control records shall constitute an integral part of the official
accounting records maintained for each successive organization level for the DoD Component.
Financial reports reflecting funds received, issued, available and utilized shall be prepared from the
official accounting records.

c. DoD Components shall maintain key records and documents on appropriations,
allocations, and budgetary data for the funds for which they are responsible.

d. DoD Components shall retain, for 6 years, 3 months, workpapers and documentary
evidence developed and/or obtained during an investigation of an actual or potential violation of
the Antideficiency Act.

10. Annual Report of Evaluation. Each DoD Component shall annually conduct an

evaluation of its overall administrative funds control processes as well as the processing of
violations of the Antideficiency Act.
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a. The evaluation shall address actions taken in the following areas:
(1) To improve compliance with the Antideficiency Act.

(2) To improve the timeliness of processing violations, including time spent on
legal reviews.

(3) To ensure the quality and independence of the investigators of potential
violations.

(4) Toimpose appropriate disciplinary action for all individuals determined to be
responsible for a violation.

(5) To improve the effectiveness of and compliance with internal controls over
appropriations and funds in the Component.

(6) To identify lessons learned from the investigation of violations of the
Antideficiency Act, publicize the lessons learned and implement appropriate corrective actions to
preclude the reoccurrence of violations of the Antideficiency Act.

b. The evaluation shall (1) address actions taken, for each of the six areas discussed
above, in the prior fiscal year and (2) be completed by December 31 of each calendar year. The
first evaluation shall be performed for fiscal year 1995. A copy of the results of the evaluation
shall be provided to the Office of the Under Secretary of Defense (Comptroller) by January 31,
1996, and each January 31 thereafter.

c. The Office of the Under Secretary of Defense (Comptroller) shall review the
evaluation reports and may request briefings or other actions as appropriate. In addition, DoD
Components may be requested to evaluate areas of special interest.



